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SUMMARY 


Bulgaria's economic performance during 1974 was somewhat 
uneven. Industrial production and national income in- 
creased 8.5 and 7.5 percent respectively, well below the 
initially planned figures of 11 and 10 percent but still 
quite respectable. Agricultural production suffered from 
a drought and there are indications the drought problems 
may continue through 1975. 


The year 1975 is the last in the Sixth Five-Year Plan; it 
is expected to be one of consolidation, with previous plans 
and projects being finished and only few new initiatives 
undertaken. Details of the Seventh (1976-80) Five-Year 
Plan are expected to be announced later this year, and it 
is assumed Bulgaria will continue its emphasis on the de- 
velopment of industry, particularly in the areas of machine 
building and metallurgy, chemicals, and computers and elec- 
tronics, while at the same time concentrating on needed im- 


provement in its agricultural sector. 


The passage of the US Trade Reform Act and the reaction to 
it may have decreased the prospects for improving US-Bulgari- 
an commercial relations. Bulgarians took the position that 
the Act constituted interference in internal matters and is 
not a basis on which a trade agreement could be concluded. 
Current indications are that US-Bulgarian economic relations 
can be carried on as previously. US-Bulgarian trade, al- 
though still quite modest, almost tripled in 1974 reaching 
$30.7 million. Bulgaria is interested in US business parti- 
Cipation in a number of areas, particularly agriculture and 
electronics, but also including chemicals, construction, 
mining and metallurgy, and possibly oil exploration. A 1974 
decree establishes the framework for "industrial cooperation 
agreements" under which Bulgaria hopes to obtain equipment, 
technology, and know-how for complete plants from Western 
firms in exchange for payment in production. 





Current Economic Situation and Trends 


The Bulgarian economy's performance in 1974 was somewhat 
uneven, and unlike previous years rates of growth in the 
major economic sectors slowed down. Despite public an- 
nouncements that in most categories the 1974 plan was ful- 
filled or overfulfilled, this could only be the case if 
"supplementary" plans were issued following the original, 
ambitious 1974 plan adopted in December of 1973 by the 
Council of Ministers. In fact, the agricultural sector 
suffered a net decline in 1974 due in large part to the 
drought that affected much of the country. Still, given 
the problems which have beset the economies of many of the 
Western nations Bulgaria's accomplishments during 1974 are 
quite respectable and also compare favorably to those of 
its socialist partners. 


Industrial production in Bulgaria increased 8.5 percent in 
1974, well below the planned figure of 11 percent and the 
1973 increase of 10.6 percent but still substantial. 
National income increased 7.5 percent which was below the 
planned 10 percent increase while real per capita income 
increased some 5 percent fulfilling its planned performance. 
Retail trade overfulfilled its planned figure with a 9.5 
percent increase, 


On the less positive side, however, one key indicator - 
capital investments - actually showed a net drop from 4.3 
billion leva in 1973 to 3.9 billion leva in 1974, much less 
than the planned 1974 figure of 4.5 billion leva. Perhaps 
more significant is the fact that of this 3.9 billion leva 
only 27.5 percent went toward reconstruction and moderniza- 
tion, well below the 34 percent planned. One possible ex- 
planation is that investment funds are being diverted to 
cover such items as increased energy costs and to obtain 
feed for livestock at the expense of industrial plants and 
equipment. 


The shortage of fodder and feeds for Bulgaria's growing live- 
stock herds is directly attributable both to the inadequate 
production of fodder and a drought which seriously affected 
the harvest in 1974. The drought, which was most severe in 
the northeast section of Bulgaria, affected yields from such 
important crops as wheat and tobacco to mushrooms, and only 

a few crops including barley and tomatoes showed a net in- 
crease over 1973. The shortfall in grains alone was esti- 
mated to be 1.5 million tons. Total agricultural production 





was officially stated to be "slightly less" than in 1973, 
even with reportedly large increases in livestock produc- 
tion. 


Bulgaria's annual plan for 1975 calls for an increase in 
agricultural production of 9.3 percent, a figure which may 
prove difficult to attain as have so many plan level 

figures for the agricultural sector in the past, particu- 
larly since there are reports that inadequate precipitation 
and an unusually mild winter may presage another year of 
drought-affected harvests. Despite increased official 
attention to agriculture, recent press reports indicate that 
the country's irrigation program is proceeding fitfully. 


The year 1974 was dedicated by Bulgarian Government and Com- 
munist Party leaders as one of "shock" labor in which im- 
portant strides were to be made in increasing labor produc- 
tivity. While an overall figure for labor productivity was 
not released, the presumption is that it fell considerably 
short of the 9.5 percent goal for 1974. Labor productivity 
for industry was reported to have increased 6 percent in 
1974, accounting for almost three-fourths of the 8.5 per- 
cent increase in industrial production, 


While the increase in industrial production did not meet the 
originally planned 11 percent, the industrial sector pro- 
gressed substantially during 1974. The greatest increases 
were registered in those industrial categories where capital 
investment has been heaviest, i.e., computers and electronics, 
chemicals, and machine building and metallurgy. The rapid 
development of Bulgaria's chemical industry apparently has 
not been progressing satisfactorily, however, as was indi- 
cated by the wholesale dismissals and reprimands leveled 
against top echelon officials in the Ministry of Chemical 
Industry during the summer of 1974. 


Bulgaria's chief industrial problems remain those of labor 
shortages and low labor productivity, too many obsolete 
plants and equipment in use, unused production capacity, un- 
even management capabilities, and other ills generally 
characteristic of socialist economies. In addition, the em- 
phasis on the development of heavy industry has been at the 
expense of manufactured consumer goods as well as the agri- 
cultural sector. Despite recent budgetary increases expend- 
ed to improve the standard of living and despite a 9.5 per- 
cent increase in retail trade during 1974, the Bulgarian 
marketplace continues to suffer from periodic shortages of 





some basic goods. Items such as cotton and woolen fabrics 
and knitwear, electrical appliances, and certain food items 
including meat products and sugar were in short supply at 
various times during 1974, 


One item apparently in greater supply this year than last, 
however, is petroleum. At the height of the energy crisis 
during the winter of 1973-74 Bulgaria introduced a program 
of staggered non-work days throughout the country, and gaso- 
line for private vehicles was rationed to 40 liters per 
month although additional gasoline could be purchased at 
twice the regular price. The work week, as expected, re- 
turned to the normal Monday to Saturday schedule during the 
summer of 1974, but in a surprise move gasoline rationing 
was eliminated in March of 1975. Bulgaria is expected to 
receive around 70 percent of its total petroleum requirement 
from the Soviet Union in 1975, and while no price increases 
have been announced, it is widely anticipated that an adjust- 
ment in petroleum prices is to be made. 


Bulgaria's construction industry continued to experience its 
ups and downs during 1974. On one hand some 2 billion leva, 
a 10 percent increase over 1973, was expended on construc- 
tion projects, and in the industrial sector a number of pro- 
jects were completed including the first stage of the Koz- 
lodui plant and much of the Devnya chemical complex. On the 
other hand housing construction continued to fall short of 
its planned goals, and while the number of housing units com- 
pleted during 1974 increased by 11.4 percent, the total of 
44,462 new units falls far short of the 67,000 planned. In 
1975 the emphasis will continue on industrial construction, 
and such projects as the second stage of the nuclear power 
plant at Kozlodui, chemical plants at Devnya and Svishtov, 

a petrochemical works at Burgas, the fourth stage of the 
USSR-Bulgaria gas pipeline, a cellulose and paper combine in 
Mizia, and a forestry complex near Silistra are to be com- 
pleted within the year. 


Figures on Bulgaria's foreign trade for 1974 are still incom- 
plete, but the plan for 1974 called for a 17 percent increase 
in trade with the socialist countries while the announced 
overall trade increase with all countries was a rather large 
23.6 percent. No breakdown has yet been released either by 
country or by imports and exports. Bulgaria plans, however, 
to increase foreign trade at the reduced rate of 10 percent 
in 1975. 





The year 1975 is the last in the present Sixth Five-Year 
Plan. It is expected to be a year of consolidation and 
completion of plans and projects rather than a period when 
many new projects are initiated. In almost all cases planned 
increases for 1975 are lower than those for 1974. At the 
Same time, new plans and projects are being prepared for the 
Seventh (1976-80) Five-Year Plan the details of which are 
expected to be announced before the end of the year. Bul- 
garia is expected with some modifications to continue the 
emphasis on industry in its particular areas of specializa- 
tion - machine building and metallurgy, chemical and petro- 
chemical processing, and computers and electronics - while 
paying increased attention to the improvement of its still 
very important but lagging agricultural sector. 


Implications for the United States 


With detente, Bulgaria became increasingly aware of the 
possibility of US participation in a wide variety of its 
projects. The visit in April 1974 of Commerce Secretary 
Frederick B. Dent, the first US cabinet-level visit to Bul- 
garia since 1963, was marked by the signing of a consular 
convention. In September Deputy Chairman of the Ministerial 
Council (now Deputy Chairman of the State Council) Ivan Popov 
accompanied by a large delegation paid a return visit to the 
United States during which time he visited a number of cor- 
porate headquarters in eight US cities. His visit was high- 
lighted by the signing in Washington of an agreement between 
the US and Bulgarian Chambers of Commerce and Industry call- 
ing for the creation of a Joint Economic Council. 


The passage of the Trade Reform Act and the reaction flowing 
from it may have decreased the prospects for and pace of im- 
proving US-Bulgarian commercial relations. While the Bul- 
garian reaction to the Trade Act was milder than that of the 
USSR, Bulgarian leaders made it clear that "interference in 
purely internal matters is not a basis upon which Bulgaria 
would conclude a trade agreement with the US." However, there 
are clear indications that in practice trade relations with 
the US would continue as they have in the past, but that US 
firms will be at somewhat of a disadvantage without Exim Bank 
financing when contracts associated with the Seventh Five- 
Year Plan begin to be awarded later this year. 


While still quite modest, US-Bulgarian trade in 1974 almost 
tripled over 1973 and (according to US statistics) reached 





$30.7 million, apparently a historic high. US exports to 
Bulgaria totaled $22.3 million while imports were $8.4 
million. The apparent gap between exports and imports is 
somewhat misleading, since large amounts of tobacco pur- 
chased by US firms have been placed in bonded warehouses in 
the United States and are not reflected in the figures. As 
in the past, the US remains a marginal trading partner with 
Bulgaria, and the trade between the two countries in 1974 
constitutes an estimated 0.3 percent of total Bulgarian 
foreign trade. 


Nonetheless the possibility for increased economic relations 
between US and Bulgaria remains relatively good. The Popov 
visit highlighted the fact that Bulgaria considers the US to 
be a leader in a number of areas, and is particularly inter- 
ested in US technology in such fields as agriculture and 
electronics. In the field of agriculture Bulgaria has re- 
cently been importing large numbers of dairy cattle and swine, 
and is interested in heavy agricultural equipment and agri- 
cultural chemicals. It is planning to modernize or build 
new food processing plants for vegetable and fruit canning, 
meat produce, fish, dairy goods, beer, wine, and cigarettes, 
and it is investigating frozen food and freeze-drying pro- 
cesses. The change-over to large agro-industrial complexes 
is nearing completion, and in the district of Silistra a 
huge "vertically integrated" complex whose responsibilities 
would include everything from planting to final processing 
and packaging is on the drawing boards. In the field of 
electronics and computers Bulgaria's production has been 
expanding by roughly 25 percent per year in the last few 
years, and it is becoming an increasingly important producer 
of mini-computers, computer parts and components for the 
CEMA countries. Bulgarian purchases of US computer equip- 
ment have increased considerably in the past year, and Bul- 
garia is interested in purchasing equipment as advanced as 
US export controls will allow. 


Areas in which Bulgaria is interested in doing business with 
US firms are not limited to the above, however. The Ministry 
of Chemical Industry is interested in building a score of new 
chemical plants in the next few years, and many of the 
patents for the chemical processes desired are held by US 
firms. The construction industry has expressed interest in 
heavy construction equipment from the US, particularly for 
road building. A huge Third Metallurgical Complex is being 
planned for the Black Sea coast region which could involve 





several US firms. Given the high price of petroleum Bul- 
garia is increasingly interested in the possible exploita- 
tion of potential oil deposits in the Black Sea. It has 
also expressed interest in the participation of US firms 

in developing a newly discovered marble quarry, building 
cement plants and a shipyard, extracting alumina from shale 
deposits, and supplying equipment for such diverse in- 
dustries as aviation and textiles. 


The structure under which Western business firms may parti- 
cipate in complete plant projects such as those mentioned 
above was’ formalized in a law approved August 31, 1974 en- 
titled, ''The Decree for Economic, Industrial and Technical 
Cooperation with Foreign Corporate Bodies and Physical Per- 
sons."" The decree leaves little likelihood for any type of 
equity participation. Rather, it envisions that "industri- 
al cooperation arrangements" will be reached whereby, in 
their most typical form, the Western firm would be expected 
to supply the equipment, technology, and know-how for a com- 
plete process (as well as to arrange for the financing) and 
receive in return payment in production. The decree is 
flexible as to details, however, and also allows for joint 
research and marketing arrangements with Western firms. 


To date only a few minor industrial cooperation agreements 
are reported to have been signed, none by US firms. The 
decree was designed by Bulgaria as a framework for obtaining 
the most advanced technology possible while conserving 
limited hard currency resources. In addition, it does not 
address a number of areas of concern such as taxation, al- 
though Bulgarian officials have indicated there is no intent 
to levy taxes against either Western corporations or indi- 
viduals. 


The prospects are favorable for US firms wishing to do busi- 
ness with Bulgaria. While it would be unrealistic to under- 
estimate the difficulties involved, Bulgaria remains a rela- 
tively untapped market giving possible entree into the Soviet 
Union as well as the other CEMA countries. It is interested 
in working out business arrangements with US firms both in 
Bulgaria and in third countries, to some of which US firms 

do not normally have ready access. Bulgaria has a growing 
skilled labor force, maintains a good credit rating, and has 
a good record for fulfilling its commitments. 
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